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COMPARATIVE HIGHLIGHTS 


Sales and Operating Revenues 
Net Income After Taxes 


Per Share of Common Stock “a0 pote 
(Based on average number of shares outstanding) 


Cash Dividends Paid: 

Preferred Stock 

Common Stock 

Per Share — at rate of . 

Stock Dividend Paid on Common 
Net Working Capital 
Current Ratio . 
Net Fixed Assets . 


Stockholders’ Equity per Common Share . 


Number of Common Shares Outstanding . 
(Including 1962, 64,057; 1961, 100,364 shares 
held by the Company) 


Number of Common Stockholders 
Number of Employees . 


1961 per share figures adjusted to reflect 2% stock dividend paid in 1962 
and two-for-one stock split. 


1962 


$574,181,745 
$ 21,882,662 
$ 2.02 


$ 928,664 
$ 9,028,993 
$ 0.87% 
2% 
$136,534,287 
2.1 to1 
$326,672,130 
$ 26.09 
10,719,646 


27,895 
45,200 


1961 


$534,698,977 
$ 18,830,028 
$ 1.80 


$ 928,664 
$ 7,779,423 
$ 0.78 
2% 
$136,092,544 
2.3 to 1 
$297,104,449 
$ 25.11 
5,050,261 


27,814 
39,500 


To The Stockholders: 


The year 1962 was one of further progress for W. R. Grace & Co. with both 
sales and total earnings higher than in any previous year. 

Sales and operating revenues of $574,182,000 were 7% above those reported 
for 1961. Net income in 1962 was $21,883,000 and exceeded 1961 net income of 
$18,830,000 by 16%. Earnings per share of common stock were $2.02 as com- 
pared with $1.80 in 1961. The latter figure has been adjusted to reflect the 2-for-1 
stock split and the 2% stock dividend in 1962. 

Cash flow (net income plus depreciation and the provision for deferred taxes) 
showed a corresponding improvement exceeding $50,000,000 for the first time. 
It amounted to $5.04 per share as compared with $4.59 in the previous year. 

Continuation of the growth in sales and earnings of the Company’s Chemical 
Group was a major factor underlying the improved results. Chemical sales amounted 
to $306,000,000 being $53,600,000 higher than in 1961 and for the first time were 
more than 50% of the Company’s total sales and operating revenues. 

Operating earnings (before general corporate overhead, interest on long-term 
debt and taxes) of the Chemical Group increased by 20% to $38,100,000, account- 
ing for almost 70% of the Company total. 

Results of Grace Line Inc. were substantially better in 1962, in large part reflec- 
ing the programs aimed at improved efficiency described in previous reports. Earn- 
ings of the Grace National Bank exceeded those of the previous year despite higher 
interest rates paid to depositors as well as a lower level of earnings from its clearance 
department. Operating results of the South American Group were, in general, satis- 
factory but over-all profits were well below 1961 primarily as a result of the devalua- 
tion of the Chilean currency. 

Earnings of Cosden Petroleum Corporation were lower in 1962 reflecting an 
unsatisfactory level of gasoline prices. On February 27, 1963 it was announced 
that an agreement had been signed, subject to certain conditions, providing for the 
acquisition of the assets of Cosden by American Petrofina, Inc. 


Of major importance in 1962 was the completion of the spur pipeline in Libya 
which permits the flow of oil from the Raguba Field, in which Grace’s interest is 
24% %, to a terminal on the Mediterranean. The pipeline was placed in service 
in January of this year. The Libyan oil investment should make its initial contribu- 
tion to earnings in 1963. 

In December, 1962, Grace acquired a majority interest in one of the leading 
chocolate manufacturers of the world, C. J. Van Houten & Zoon, N. V. with 
headquarters in the Netherlands and manufacturing subsidiaries in Germany, Eng- 
land and France. For a number of years Grace has been a leading manufacturer 
of chocolates, biscuits and other food products in the West Coast countries of 
South America with plants in Colombia, Peru and Chile. Van Houten provides an 
opportunity to extend our interest in the basic food industry into the rapidly growing 
economies of Europe and the United Kingdom. 

To further concentrate our efforts on industrial enterprises, Griswold and Com- 
pany Incorporated, the insurance brokerage subsidiary (80%-owned), was sold to 
Marsh & McLennan Incorporated during the year. 

In June, 1962 the dividend on the Company’s common stock was raised by the 
Directors to an annual rate of 90 cents per share, an increase of 10 cents. In 
January, 1963 a 2% stock dividend payable in March was declared. 

After more than 45 years with W. R. Grace & Co., Allen S. Rupley, Executive 
Vice President, has elected to retire. He has served both in this country and in 
Latin America, and his efforts have contributed greatly to the Company’s progress. 
We are pleased to report that he will continue as a Director and consultant. 

In January of this year, the Board of Directors voted to elect Felix E. Larkin, 
Executive Vice President, a member of the Board. Mr. Larkin has served the Com- 
pany in various important executive capacities since 1951 prior to which he was 
General Counsel of the Department of Defense. 

Much of the 1962 improvement in earnings reflects programs initiated in prior 
years to provide expanded productive facilities. Continuing this program, in 1962 
a 70,000 ton per year ammonia plant began production in Big Spring, Texas. A 
second phthalic anhydride facility was built at Fords, New Jersey and capacity for 
a number of special coating resins at Owensboro, Kentucky was expanded. Particu- 
larly important was the construction of a new headquarters and research building 
for the Cryovac Division in Duncan, South Carolina. Outside of the United States, 
numerous facilities were expanded. New chemical plants were put into service in 
England, Japan, Italy and Spain. The Company’s majority interest in a leading 
plastic converter in Brazil, Vulcan Material Plastico S.A. also contributed to 
earnings. 

The achievements of 1962 reflect,as in previous years, the loyal and effective 
efforts of the Company’s 45,200 employees throughout the world. I am glad to have 
the opportunity to express to them our appreciation of their support. 

We look forward in 1963 to continued growth and progress for your Company. 


‘den 


Respectfully submitted, 


PRESIDENT 
March 14, 1963 


United States 


CHEMICALS FOR PACKAGING 


* CRYOVAC research and headquarters moved. 
¢ Facilities for paper coating chemical installed. 


INDUSTRIAL AND SPECIALTY CHEMICALS 


* Construction chemical line expanded. 
¢ Second phthalic anhydride plant completed. 


* Smog catalyst accepted for testing in California. 


AGRICULTURAL CHEMICALS 


« Nitrogen plant on stream in Texas. 
¢ Major ammonia project to supply 
East Coast from Trinidad commenced. 


PLASTICS 
¢ High density polyethylene sales increased. 


OTHER 


* Grace Line and Grace National Bank report 
improved earnings. 


Grace in the United States 


The Company’s Chemical Group was again the major contributor to the improve- 
ment in reported earnings. Each of the seven operating chemical divisions increased 
sales over 1961 and six reported higher earnings, the only exception being the 
Cryovac Division whose earnings were lower reflecting the move of its divisional 
headquarters and research laboratories to South Carolina. 

The year was also a good one for the non-chemical activities in the United States. 
Grace Line again improved its earnings, and profits of the Grace National Bank 
exceeded those of 1961. 


Some of the major developments of the year in these several fields are described 
on the following pages. 


Concentrated phosphate 


CHEMICAL SALES 


In Millions of Dollars 


CHEMICAL PRE-TAX 
OPERATING EARNINGS 


(BEFORE GENERAL CORPORATE OVERHEAD 
AND INTEREST BUT AFTER DEPRECIATION) 


In Millions of Dollars 


NET FIXED ASSETS 
IN CHEMICALS 


In Millions of Dollars 


CHEMICALS FOR PACKAGING 

Five of Grace’s chemical divisions serve the packaging industry. These sales 
represent slightly more than 25% of total chemical sales. Principal products are 
container sealing compounds, flexible packaging materials, plastic coatings for paper 
and paperboard, and desiccants. 

Sales of the several heat-shrinkable films, including irradiated polyethylene and 
oriented polypropylene, produced by the Cryovac Division reached a new high 
in 1962. 

These versatile films continue to find increasing use in automatic and semiauto- 
matic packaging of meats and poultry as well as of many other foodstuffs. In addi- 
tion, many nonfood applications have been developed of which the packaging of 
toys, hardware items and phonograph records are examples. Production facilities 
at Simpsonville and Toronto have been expanded to handle the increased demand 
already experienced as well as that foreseen for the future. 

The Cryovac Division moved its headquarters as well as its research laboratory 
to Duncan, South Carolina, close to the Division’s largest manufacturing plant and 
in the center of an important marketing area. The up-to-date research laboratories 
are equipped to develop new packaging films and advanced packaging techniques. 

There are a great number of applications for food packaging such as bakery 
boxes, meat trays and coffee bags where a coating which will resist the absorption or 
transmission of moisture, grease, gas and odors fills an important need. During the 
year such a coating material, “Daran,” based on a polyvinylidene copolymer emul- 
sion found increasing customer acceptance and new facilities for its production 
were installed at Owensboro, Kentucky. 


New Cryovac Division 
headquarters and research 
facilities opened during the year 
at Duncan, South Carolina. 


Sales of other Grace packaging chemicals continued to expand. The Dewey and 
Almy Chemical Division’s many sealants for containers as well as its plastic sealing 
compounds for bottle crowns are examples of this growth. The Davison Chemical 
Division also increased its sales of silica gel, one important use of which is as a 
desiccant or drying agent in packaging. 


INDUSTRIAL AND SPECIALTY CHEMICALS 

Approximately 30% of Grace’s total chemical sales are of products which are 
basic industrial raw materials or components for other manufacturers. Many of 
these, such as synthetic catalysts for the cracking of petroleum, separators for auto- 
mobile storage batteries, and lubricants for jet aircraft, are formulated to meet the 
particular specifications of individual customers. 
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Special-purpose polymer- 
impregnated papers, 
manufactured at Owensboro, 


Kentucky, are used in a variety of 
products ranging from battery 
separators to shoe components. 
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There is a large and fast growing market for chemicals in the construction indus- 
try estimated to exceed one billion dollars a year. The Dewey and Almy Chemical 
Division has served this industry for many years manufacturing and selling air 
entraining agents for concrete, grinding aids for portland cement, bonding agents 
used in conjunction with concrete and asphalt, and masonry water-repellents. During 
the year, Dewey and Almy expanded its product line in this field to include indus- 
trial finishes and materials for waterproofing, caulking and floor surfacing. 


A proposal to acquire for stock the assets and business of the Zonolite Company 
has been approved by the stockholders of that company. Zonolite, with headquarters 
in Chicago, mines, treats and sells vermiculite together with related materials. 
Vermiculite is a lightweight inorganic mineral used as an insulating and fireproofing 
material in building construction and will represent a new product line for Grace. 

Besides the broader product line provided by these expansions, additional sales 
offices and personnel are expected to provide more efficient distribution of construc- 
tion specialties and better service to customers. 

Sales of separators for automotive batteries were substantially higher than in 
1961. Several improvements which will lengthen the useful life of batteries were 
instituted during the year. 

At the Hatco Chemical Division in Fords, New Jersey, a second phthalic anhy- 
dride plant was completed in 1962, just one year after the first such plant was 
brought on stream. This chemical is used primarily as a raw material for plasticizers 
of which Hatco is a leading producer. The additional capacity will enable the Divi- 
sion to meet its own increased requirements and expand sales of phthalic anhydride 
to customers. During the year, Hatco also strengthened its position as a major 
supplier of esters used in producing lubricants for jet aircraft. 


Improvements in the quality and performance of petroleum cracking catalysts 
were made during the year and contributed to the increased sales and earnings of 
the Davison Chemical Division. Davison also introduced a new rare earth polishing 
agent for plate glass. Production facilities for this new product were expanded and 
increased sales are expected. 

In August, 1962 the Company submitted to the California Motor Vehicle Pollution 
Control Board an exhaust control device containing a catalyst designed to reduce 
hydrocarbons emitted by automobile engines. This device was accepted for final 
testing and is currently undergoing Board sponsored trials. We are anticipating the 
results of these tests later this year. 


Grace’s long-range program to study the feasibility of a plant to reprocess spent 
nuclear fuel elements is in the final stages of review. Last year this resulted in the 
formation of a new subsidiary, Nuclear Fuel Services, Inc. 


AGRICULTURAL CHEMICALS 

Grace is an important producer of two of the three basic fertilizer materials, nitro- 
gen and phosphate, which it supplies to customers in the form of ammonia and urea, 
normal and concentrated superphosphates, and as mixed fertilizers. Agricultural 
chemicals make up slightly more than 25% of total chemical sales. 

Fertilizer usage both in the United States and overseas continues to grow at a 
rapid rate, stimulated on the one hand by the need to expand food production as 
populations grow as well as by the desire to increase the efficiency of farming. 


A sampling of Grace’s 
construction 
chemical products. 


The success of the Nitrogen Products Division with anhydrous ammonia and urea 
produced at its plant in Memphis, Tennessee has required two expansions since 
the plant was constructed in 1955. In 1962,in order to serve West Texas and New 
Mexico, a new plant was built at Big Spring, Texas which was dedicated in October. 
This is a rapidly expanding area, both in population and in use of agricultural 
chemicals. This new plant will produce 70,000 tons a year of anhydrous ammonia 
all of which is expected to be utilized in the production of cotton and grain, major 
crops of the area. 

In addition to expansion of such facilities in the South and Southwest, the existing 
ammonia plant located in Trinidad, West Indies is undergoing a major expansion. 
Because of favorable raw material and transportation costs, the annual capacity 
will be increased to 235,000 tons. Trinidad was selected as a manufacturing site 
because it is one of the few areas in the world where low cost natural gas is available 
close to deep water. 

The unique feature of this project is that ammonia will be shipped in liquid form 
by tankers equipped to refrigerate the product at close to 30° below zero Fahrenheit. 
This is a more efficient and lower cost method of transporting nitrogen than to ship 
it in any of its usual solid forms. 

Closely related to the Trinidad project will be the construction of receiving 
terminals in Tampa, Florida and Wilmington, North Carolina. In Wilmington, a 
plant is being erected to produce nitrogen solutions and also solid fertilizers from 
ammonia produced in Trinidad. This plant will be operated by the Carolina Nitrogen 
Corporation, a majority-owned subsidiary of W. R. Grace & Co. The rich agricul- 
tural areas of the southeastern states will be efficiently supplied from this new 
facility. 

Sales of phosphate-base fertilizers continued to increase in 1962. However, 
pressure on prices kept profits from showing a corresponding improvement. 

A major and continuing objective of the Company is to improve our system of 
distribution for agricultural chemicals and thus put Grace in a position to provide 
better service both for our distributors and for the farmers. Substantial strides in 
this regard were made in both the Midsouth region and in West Texas during 1962. 

The Davison Division introduced a new consumer product known as MAGAMP. 
This is a controlled-release fertilizer which we believe should meet many of the 
requirements of the professional grower as well as being suitable for the home 
gardener. 


PLASTICS 

The use of plastic resins continued to increase rapidly during 1962. Grace, through 
its Polymer Chemicals Division, is a supplier of several of the major plastic resins. 
It manufactures high density polyethylene at its plant in Baton Rouge, Louisiana, 
and sells that product as well as low density polyethylene, polypropylene and 
polystyrene. 

For the Polymer Division, 1962 was the first year of profitable operation. Sales 
continued to improve as the acceptance for many new uses of high density poly- 
ethylene resulted in greater demand. With expanded facilities, the Division was 
able to meet this demand and to materially lower costs of production. 

Expanded capacity also made it possible to increase the number of special resins 
designed to customer specification. This was particularly important in what was the 


A second phthalic anhydride 
plant was completed in 1962 
at Fords, New Jersey. 


most rapidly growing use of high density polyethylene, namely in the blow molding 
of bottles for liquid detergents and household bleaches. 

In February, 1963, W. R. Grace & Co. obtained the assets and business of Dawbarn 
Brothers, Incorporated of Waynesboro, Virginia, a producer of plastic monofilaments. 
These synthetic fibers have enjoyed increased use for seat cover fabrics and 
upholstery, outdoor furniture webbing, and in rope and cordage. Future prospects 
for these products include their use as fashion materials for women’s accessories such 
as shoes, handbags, and millinery, as well as in carpet backing and in a variety of 
industrial fabrics. 


STEAMSHIP 

Grace Line Inc. substantially increased its profitability in 1962. Cargo handling 
costs and overhead continued on an even keel despite increasing wage costs. Freight 
volume was up over 1961 and revenue from passenger operations equaled the all- 
time high of 1959, even though there was a temporary decline in passenger business 
occurring during the Cuban crisis in the fall. 

During the year Grace Line obtained Maritime Commission approval of a satis- 
factory cargo agreement with the Venezuelan Line. Other important developments 
during 1962 included the commencement of Grace Line’s containership operation 


The new anhydrous ammonia plant 
at Big Spring, Texas serves the growing 
West Texas and New Mexico market. 


The varied uses for 
plastic monofilaments include 


rope, cordage and yarn. 


to Venezuela and a return to a more stable rate structure in the Caribbean. Santo 
Domingo, the capital of the Dominican Republic, was added to Grace Line’s itin- 
eraries in May, 1962. Acceptance of Grace Line service was excellent, with tonnage 
steadily increasing to a level of almost half the total volume in the trade by year end. 

Operations were commenced at Port Newark to provide adequate space and 
facilities for the highly mechanized Santa Leonor and Santa Magdalena class ships, 
and to make possible more efficient operations in New York harbor by relieving 
congestion at the North River Terminal. Facilities at Port Newark include a modern 
air-conditioned passenger terminal built for Grace Line and leased from the Port 
of New York Authority. 

With the co-operation of the New York City Department of Marine and Aviation, 
Grace Line is developing a heated fruit terminal at Pier 58, North River. These 
facilities will help fruit importers and growers to increase the volume of their busi- 
ness, and at the same time provide continuing employment for regular employees. 

The first of four new combination passenger and cargo vessels, the Santa Mag- 
dalena, was delivered and sailed on her maiden voyage February 15, 1963. Con- 
tracts have been signed utilizing the entire capacity of the banana space on these 
new ships. The entrance into service of these highly mechanized new combination 
vessels makes possible a more efficient arrangement of schedules during 1963 
including, for the first time, the establishment of regular calls at Jacksonville, Florida 
with shipments of bananas and coffee. 

Continuing its efforts to enter new areas within the assigned trade routes, Grace 
Line has applied to the Maritime Administration for permission to serve Puerto Rico. 

Although 1963 will be a year of transition with new ships, new ports, and new 
facilities, there is every reason to believe that the profitability of Grace Line will 
continue to increase. 
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Gulf & South American Steamship Co. Inc., jointly owned with Lykes Bros. 
Steamship Co., Inc., reported substantially higher earnings than in the previous year. 


GRACE NATIONAL BANK 

Net operating earnings of the Grace National Bank (80%-owned) in 1962 were 
$2,209,761 as compared with $2,202,504 in the previous year. This high level of 
earnings was maintained despite the fact that interest costs were up substantially 
last year due to higher rates paid on time deposits and savings accounts. Furthermore, 
income from the clearance of securities was down caused by a decline in the volume 
of trading on the over-the-counter security markets during the year. All other 
activities of the Bank showed a significant increase in earnings. 

The Bank offers its customers complete facilities for the handling of all phases 
of international and domestic business and maintains its tradition of personal serv- 
ice to each account. 


COSDEN PETROLEUM CORPORATION 

Earnings of Cosden Petroleum Corporation (52%-owned) were lower in 1962 
primarily due to a continuation of depressed gasoline prices. As in previous years, 
following conservative accounting practice, $1,375,000 of the difference between 
the cost to Grace of the Cosden stock acquired and Grace equity in Cosden net 
worth on the date of acquisition was charged against current earnings. This charge 
is not deductible from income for tax purposes. As a result, Cosden’s contribution 
to earnings per Grace share was four cents. 

The plan announced in January, 1962 by the managements of Grace and Cosden, 
whereby it was contemplated that Grace would take over the assets and liabilities 


of Cosden subject to a reserve production payment, was not consummated. The plan 
was subject to attaining favorable tax rulings which have not been received by the 
companies. In February, 1963, Cosden and American Petrofina, Inc. signed an 
agreement providing for the acquisition of the assets of Cosden by American 
Petrofina, subject to an oil production payment. The agreement is contingent on a 
number of factors including obtaining favorable Federal income tax rulings, final- 
izing financial arrangements, and approval by Cosden stockholders of the proposal. 


The Santa Magdalena, first of 
___- Grace Line‘s four new combination 
Passenger-cargo vessels. 


nies io nee 
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PANAGRA 

The results of Pan American-Grace Airways, Inc., owned jointly by W. R. Grace & 
Co. and Pan American World Airways, Inc., showed significant improvement in 
1962. Pre-tax operating income rose to $1,717,000, a substantial increase over the 
$454,000 recorded in 1961. Including results of the wholly owned subsidiary, 
Jetair, Inc., and capital gains, Panagra’s net profit in 1962 was $1,260,000 compared 
with $382,000 in 1961. These results are not included in Grace’s reported earnings. 
Although revenue passenger miles increased only 3% over last year’s record figure, 
lower expenses resulting from reduced piston operations and greater utilization of 
the jet fleet improved Panagra’s operating position in 1962. 

Last year we reported that both the Government and Pan American had appealed 
to the Supreme Court the decision of the United States District Court in the antitrust 
complaint filed by the Justice Department in 1954. Argument in the appeals was 
heard by the Supreme Court in November, and in January, 1963 the Court dismissed 
the antitrust complaint against W. R. Grace & Co., Panagra and Pan American 
on the grounds that all matters complained of by the Justice Department are within 
the exclusive jurisdiction of the Civil Aeronautics Board. In view of the District 
Court’s original exoneration of Grace and Panagra, counsel for the Company is of 
the opinion that a favorable result will be obtained in any further proceedings 
instituted by the CAB. 


A. T. Daignault, Executive Vice President and Chief Financial Officer 
and O. V. Tracy, Executive Vice President in charge of chemical operations, 
review budgets with Vice Presidents T. E. Hanigan and D. W. Robbins. 


GRACE 


Throughout 
the World 


CHEMICALS 
¢ New chemical plants opened in Japan, Spain, Italy and England. 


* Plastic conversion business in Brazil growing. 


PETROLEUM 
* Spur pipeline completed in Libya. 
* Twelve additional producing wells drilled. 


FOOD 


* Food processing business expanded in South America and Europe. 


OTHER LATIN AMERICAN ENTERPRISES 
* Currency devalution reduced South American Group earnings. 


Grace Throughout the World 


The last several years have seen an increasing interest on the part of American 
companies in overseas markets. They have recognized more clearly that opportu- 
nities for expansion are not limited by national boundaries and that such oppor- 
tunities are often sufficiently attractive to warrant creating organizations with the 
very special skills and management competence which an international company 
must have. 

W. R. Grace & Co., on the other hand, has been an international company since 
its founding over 100 years ago. In the chemical field, the Company’s Overseas 
Chemical Division had its beginning in the early 1920’s when the Dewey and Almy 
Chemical Company began to serve the large container manufacturers of Europe. 
Currently the Company is operating production facilities in 24 countries outside 
the United States. 

We believe that over the years many of the special skills have been acquired 
which permit us to recognize and develop sound growth opportunities overseas and 
to operate these businesses so that they will serve a constructive and responsible 
purpose in the countries in which they are located. 


Raising the Grace flag 
for the first time in Spain 
at the new container 
sealing compound plant. 
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CHEMICALS 

For many years, Grace has manufactured and distributed a number of specialty 
chemical products overseas including container sealing compounds, CRYOVAC 
packaging films and automotive battery separators. The Overseas Chemical Division 
has distributed these products in the major markets of the world and, when the 
demand has warranted, has built manufacturing plants to provide better service for 
its customers. Currently this Division operates 17 plants in 12 countries. Four of 
these plants were completed in 1962. Container sealing compound facilities in Spain 
and Japan are initial ventures in these two countries. A new sealing compound 
plant was also completed in Naples, Italy. 

In England, where we have been successfully manufacturing chemicals for packag- 
ing since 1940, a new flexible film plant was completed. It will produce a line of 
Cryovac packaging materials including a new type of biaxially oriented polypropy- 
lene film. 

While these particular products have been important and successful contributors 
to W. R. Grace & Co.’s earnings, steps were taken in 1962 to broaden the product 
line and include other specialty chemicals. A polyisobutylene plant in Baglan Bay, 
Wales was completed late in the year and will be in full production in 1963. This 
chemical is an important ingredient in the manufacture of such end products as 
lubricating oil additives, and caulking and sealing compounds. 

In Brazil, Grace has a majority position in a leading converter of plastic materials, 
Vulcan Material Plastico S. A. This company, located in Rio de Janeiro, is a quality 
producer of such products as plastic sheeting, floor tiles, and rubber and plastic 
foams, and is an important consumer of a number of plastic resins, natural and 
synthetic rubbers and of other chemicals. The market for its products is a fast 
growing one. 

In other chemical developments, a majority-owned subsidiary of Grace began 
production of polyvinyl acetate in Vifia del Mar, Chile. This product is used in the 


An interior view of part of 

the plant at Hamburg, Germany, 
where Grace chemical specialty 
products are manufactured. 
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production of paints, adhesives, and in textile treating resins. A plant is under 
construction in Colombia which will be the first phthalic anhydride unit in that 
country. It is expected to be completed during 1963. 

Already a major producer of agricultural chemicals in the United States, Grace 
last year took steps aimed at extending this business into the European Common 
Market. Specifically, plans have been completed to build a plant at Bayonne on the 
southwest coast of France to produce triple superphosphate and other modern 
fertilizer materials. There will be several French partners in this operation which 
is located in the heart of the Basses-Pyrenées region where the growing of corn for 
use as an animal feed is expanding rapidly. 

Grace also has a minority interest in high grade phosphate rock deposits in the 
African Republic of Togo. Modern facilities are being used to mine, transport 
and load the rock which is being shipped in increasing quantities. This rock will be 
available as a raw material for the Bayonne plant and will in time, we believe, 
supplement advantageously the rock available from the Davison Chemical Division 
mines in Florida. 

The expansion of ammonia production in Trinidad has already been described 
in the United States section of this report. Taking into account the advantageous 
shipping costs of refrigerated liquid ammonia we believe that several European mar- 
kets can be supplied economically from Trinidad should it prove desirable to do so. 

The growth of our chemical business overseas during the past several years has 
been outstanding in terms of both sales and profits. By continuing to choose care- 
fully among the many available opportunities and by using to the maximum extent 
possible the experience already obtained in the United States and abroad, we expect 
to be able to continue to move forward. 


J. C. Duncan, South American Group Executive, discusses international projects 
with W. E. McGuirk, President of the Davison Chemical Division, 
K. A, Lawder, Treasurer, and F, R. Feuss, Controller. 


J. C. Griswold, Executive 
Vice President, General 
Business Group, (right), 
reviews Libyan oil developments Pe. MEDITERRANEAN SEA 
with F. E. Larkin, Executive 7 


Vice President, Administration. 
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PETROLEUM 

In association with Esso Sirte Inc., a subsidiary of Standard Oil Company (New 
Jersey), and Libyan American Oil Company, a subsidiary of Texas Gulf Producing 
Company, Grace has a 241 % interest in three oil concessions in the United King- 
dom of Libya. 

The Raguba Field in Concession 20 was discovered in 1960, During 1962 
12 producing oil wells were drilled making a total of 24 in this field. A spur pipeline 
was constructed to link the field with an existing pipeline between Esso’s Zelten 
Field and the port of Marsa el Brega. Early in 1963 oil started flowing through the 
pipeline to terminals at the port. This is expected to contribute to profits in 1963 


‘GRACE /UAMCO/ES80 
CONCESSIONS 


and in future years. It is anticipated that during the year the production from 
Raguba will average 45,000 barrels per day. However, the level of reserves indicates 
that future production from this field may well be in excess of this amount. Under 
the arrangement with Esso Sirte, Grace’s share of the oil produced will be pur- 
chased by that company. 

The Mabruk Field in Concession 17 was discovered in 1959. This field, as re- 
ported previously, has 14 wells capable of producing oil but lacks sufficient pressure 


for natural recovery. A pilot water flooding program was conducted throughout ’ 
1962 and, while results have been encouraging, the program is still under study. 
Additional exploratory wells will be drilled in Concessions 16 and 20 in 1963. 


Grace and Libyan American Oil Company are associated in two additional con- 
cessions on the northeastern cost of Libya, Numbers 18 and 19. In 1962 the Mon- 
tecatini company of Italy, under an agreement, drilled a wildcat well in concession 
Number 19. While no oil was found, additional exploration in this area may be 
undertaken this year. 


FOOD 

For many years, W. R. Grace & Co. has successfully operated food processing 
facilities and marketed its products in Chile, Colombia and Peru. Candy, biscuits 
and other products for the confectionery trade have been distributed under the 
labels of La Rosa and Arturo Field, majority-owned subsidiaries. In 1962, Grace’s 
position in this industry in Latin America was strengthened by obtaining an interest 
in the well-known Chilean cooky and biscuit company, Hucke Hermanos S. A. C. 
This company will be a natural adjunct to other food interests which include sugar 
refining and edible oil manufacturing in Chile. 

As part of a plan to increase Grace’s participation in the growing European 
economy, a program was undertaken in 1962 to extend the Company’s food activi- 
ties to the United Kingdom and Continental Europe. A leading British industrialist, 
Avison Wormald, joined the Company in the spring of 1962 to head the program. 

In December, 1962 a majority interest was purchased in the Dutch company, 
C. J. Van Houten & Zoon, N. V., a manufacturer of cocoa and chocolate products 
for almost 150 years. Van Houten has plants in Holland, Germany, France and 
England and distributes its products throughout most of the world including the 
United States. Over the years, Van Houten has established an outstanding reputation 
by making a superior line of quality products. 

With per capita income in Europe rising at a faster rate than in the United States, 
the same rapid trend towards the increased use of convenience foods which has 


existed for many years in the United States is now acquiring real momentum in 
Europe. We believe that the experience which the Company has in international 
operations and in the food industry will prove valuable in developing our food 
program in Europe. 


OTHER LATIN AMERICAN ENTERPRISES 

Several factors combined in 1962 to result in earnings of the South American 
Group being considerably lower than in 1961. In Chile, devaluation of the currency 
by almost 60% resulted in a large loss in writing down net current assets of our 


Biscuits and cookies are manufactured 
and distributed by Grace in Latin America. 


23 Van Houten markets chocolate and 
cocoa products throughout the world. 
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subsidiaries in that country to their new and lower dollar equivalent. In Peru, the 
uncertainties associated with the National elections in June affected business con- 
ditions both before and after the elections and also resulted in several strikes. 
Furthermore, in December the Peruvian Government increased income taxes retro- 
active to the beginning of the year. Finally, new sugar legislation enacted by the 
United States in June reduced sugar earnings. 

On a more positive note, from an operating point of view, most of the Latin 
s performed well in 1962 and at present we look forward to im- 
provement in over-all results in 1963. 

The fifth paper machine at the Paramonga complex in Peru entered full produc- 
tion in May, bringing total capacity of that plant to 50,000 tons per year. In Calli, 
Colombia, the 35,000 ton paper and pulp mill, in which Grace and International 
Paper interests each owns 50%, overcame initial start-up difficulties in its first full 
year of operation and is now operating on a profitable basis. Both paper mills use 
locally available bagasse, the fiber from sugar cane stalks, as their principal raw 
material. 

Although in operation for more than a year, the Alliance for Progress has not 
yet had the over-all favorable impact on the economies of the Latin American 
countries which had been originally anticipated. During the coming year it is hoped 
that greater emphasis will be placed on the role which can be played by private 
enterprise, both in the United States and Latin America, and that this will help to 
give the Alliance the momentum it needs to begin to move ahead more vigorously. 


American business 


. . . . ° 

Continued expansion of chemicals and food in Europe, the outlook for increased 
production of oil from Africa, together with the anticipated improvement in the 
economic conditions of South America are reasons that Grace believes its interna- 
tional business will continue to supplement its strong position as a producer of 
chemicals in the United States. 


Dedication ceremonies at 
Grace’s first facility in Japan, 
a container sealing 
compound plant near Tokyo. 


STATEMENT OF CONSOLIDATED INCOME 


REVENUES 


Sales and operating revenues . 
Dividends and interest . 


Net gain on disposition of properties and investments . 


COSTS AND EXPENSES 


Costs and operating expenses, after deducting net subsidy on 
steamship operations of $14,692,412 (1961—$13,478,242) 
—Note 4 . sd Sorcery yd wade yes “SNP lates k, | ere 


Selling, general and administrative expenses . 
Depreciation and depletion 

Research and development expenses 

Interest expense . 

Provision for unrealized foreign exchange losses . 


U. S. and foreign taxes on income — Note 6 


Income applicable to minority stockholders in consolidated 
subsidiaries 


Equity in earnings of Grace National Bank — Note 1 . 
NET INCOME 
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w. R. GRACE & co. 


AND SUBSIDIARY COMPANIES 


1962 1961 
$574,181,745 $534,698,977 
2,914,363 3,027,292 
1,520,505 1,087,922 
PAG I6.63 538,814,191 
403,023,349 384,707,477 
76,414,268 69,238,913 
30,736,979 29,218,097 
11,286,630 9,956,843 
13,132,707 12,185,309 
3,204,701 552,308 
18,487,211 13,060,060 
556,265,645 918,919,007 
22,330,768 19,895,184 
2,203,684 2,692,254 
20,127,084 17,202,930 
1,755,578 1,627,098 
Sue BEZEBe $_18,830,028 


CONSOLIDATED BALANCE SHEET 


ASSETS 


CURRENT ASSETS 
Cash . 


U. S. Government and other marketable securities, at cost (approxi- 
mate market value), including = 306,000 (1961 — * 443, sie 
deposited as collateral 


Notes and accounts receivable, less reserves of $3,886,658 (1961 
— $4,059,250) . weatetnasth amet. ha, oe A 


Inventories — Note 2 . 
Prepaid expenses 
TOTAL CURRENT ASSETS 


SPECIAL FUNDS AND DEPOSITS — Note 3 


OTHER ASSETS 
Investment in Grace National Bank—Note 1 . 


Investments in and advances to unconsolidated subsidiaries and 
50% owned companies, at cost — Note 1 


Investment in Texas Gulf Producing Company, at cost 
(market value'$7,518,340).0 3 2S 2 i SS ew ww 


Investment in Libyan oil project. . 2. . 1. 1 we we ee 
Common stock of Company held for options — Note 8 


Long-term receivables (including $10,000,000 due from 
International Paper Overseas Limited in 1965) . 


Miscellaneous investments, at cost or less, and other assets 
TOTAL OTHER ASSETS . 


PROPERTIES AND EQUIPMENT, at cost less accumulated deprecia- 
tion and nad of ge) 726,403 (1961 — faticie 818,467) — 
Note 5 “ 


26 


DECEMBER 31 


1962 


$ 30,934,094 


14,557,310 


104,397,744 
103,952,101 
4,761,414 


258,602,663 


59,280,667 


16,449,628 
17,672,420 


6,737,874 
5,956,491 
569,396 


14,121,192 
16,102,416 
77,609,417 


326,672,130 
$722,164,877 


1961 


$ 43,003,109 


14,119,926 


90,622,079 
90,569,187 
4,443,296 


242,757,597 


36,790,477 


14,884,973 
12,099,927 


5,720,283 
4,103,847 
892,125 


15,698,810 
11,289,520 
64,689,485 


297,104,449 
$641,342,008 


w. R. GRACE & co. 


AND SUBSIDIARY COMPANIES 


DECEMBER 31 


LIABILITIES 1962 1961 


CURRENT LIABILITIES 


teens payable — NOT “SO ee eee a = $ 26,309,878 $ 22,384,076 
Accounts and acceptances payable. . ........ 70,208,933 61,066,122 
U. S. and foreign taxes on income—Note6 ....... 12,389,196 10,356,572 
CAC LENG POOUINES ii ua eetamd rn erates 08 Xe ey ie 13,160,369 12,858,283 
TotAt CURRENT-LIARILITIES © no's soe ek ee 122,068,376 106,665,053 
DEFERRED TAXES ONINCOME—Note6......2.2.2.4 19,088,000 15,333,559 
EMPLOYEE SEVERANCE PAYMENTS REQUIRED UNDER FOREIGN 
SOCIAL LAWS, MANAGERS’ DEFERRED COMPENSATION, ETC. . . 17,606,417 13,916,094 
PERE OO” | Si et ee aH, eae Pa eee 4,110,530 4,655,660 
EG TERM OEE = NOES Pet cars ic. ta ek ey et Le, BR eG 233,116,452 203,485,232 
EQUITY OF MINORITY STOCKHOLDERS IN CONSOLIDATED 
MOORE: sate Peter er a Wee aes cisie kane Wh ta ata 34,980,713 30,234,260 
430,970,488 374,289,858 
STOCKHOLDERS’ EQUITY 
| CAPITAL STOCK — Note 8 
, Preferrad'steck outstanding: ©... oe ae 12,608,300 12,608,300 
: Common stock issued—$1.00 par . . . . . . ww. we 10,719,646 5,050,261 
; 23,327,946 17,658,561 
CAPITAL SURPLUS, per accompanying statement. . . ... . 90,970,160 76,625,516 
RETAINED EARNINGS, per accompanying statement. . . . . . 176,896,283 172,768,073 
291,194,389 267,052,150 
$722,164,877 $641,342,008 
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w. R. GRACE & co. 


AND SUBSIDIARY COMPANIES 


STATEMENTS OF CONSOLIDATED CAPITAL 
SURPLUS AND RETAINED EARNINGS 


CONSOLIDATED CAPITAL SURPLUS 


Balance at beginning of year» . . . 1 sw ee ee $ 76,625,516 $ 69,381,792 
Excess over par value of common stock issued upon: 
Payment of common stock dividend . . . . . . «+ + 7,697,536 3,254,829 
Exercise of stock options . . . Gere eet cer 2,014,983 872,578 
Conversion of subordinate dehentares Se ee aa 9,763,619 3,109,814 
‘Fwo-foraie stock Splits aics Sy R ae (5,131,386) = 
QRS oe ee aa REO Se nap Nae (108) 6,503 


Balance atone: OF Pear e hie ees ee eae $ 90,970,160 $ 76,625,516 


CONSOLIDATED RETAINED EARNINGS 


Balance at beginning of year. . 2. . - we ew we we $172,768,073 $165,996,215 
Consolidated net: incoiie ss ae or ee ie 21,882,662 18,830,028 
194,650,735 184,826,243 

Cash dividends paid: 
Preferred . . opens 928,664 928,664 
Common — ($. 87% per nae in ‘1962; 's. 80 ii in 1961) . pee 9,028,993 7,779,423 
Dividend paid in common stock (2%) . . - - . + «+ + + 7,796,795 3,350,083 
Balance at Ole OU-VOOl: 6. Sey teeta ee oe er er ne $176,896,283 $172,768,073 


Retained earnings include: (a) $56,686,983 (1961 — $55,739,867) of the re- 
tained earnings of Grace Line Inc., a wholly owned subsidiary, deemed 
not available for dividends since it is related to special funds under 
joint contro! with the U. S. Maritime Administration or invested there- 
from in subsidized vessels; (b) $6,462,388 (1961 — $5,025,890) set aside 
by foreign subsidiaries, principally as required by statute; (c) approxi- 
mately $10,500,000 (1961 — $8,900,000) which has been transferred to 
capital stock accounts on the books of subsidiary companies. 


Parent company unappropriated retained earnings at December 31, 1962 
amounted to $37,044,192 (1961—$37,324,870). Of these retained earnings 
$23,200,000 were free of the restriction on payment of cash dividends 
imposed by the loan agreements with institutional investors. 
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NOTES TO FINANCIAL STATEMENTS 
NOTE 1—PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts 
of W. R. Grace & Co. and all majority owned and controlled 
domestic and foreign subsidiary companies, other than Grace 
National Bank of New York and C. J. Van Houten & Zoon 
N. V. and its affiliates. In the accompanying Consolidated 
Balance Sheet the investment in the Bank is carried at the 
Company’s equity (80% owned at December 31, 1962) in 
the underlying net assets and the Statement of Consolidated 
Income includes the Company’s equity in the earnings for 
the year. In December 1962 the Company acquired approxi- 
mately 76% of the stock of C. J. Van Houten & Zoon N. V., 
a Dutch corporation, and its affiliated companies. The finan- 
cial statements of these companies covering the year 1962 
are in process of audit. The investments in these companies, 
therefore, are stated in the accompanying Consolidated Bal- 
ance Sheet at the Company’s cost. During the year the 
Company acquired a majority interest in a Brazilian plastics 
converter, The investment in Griswold and Company In- 
corporated was sold in 1962 and in the accompanying State- 
ment of Consolidated Income the gain on the sale has been 
included in the net gain on disposition of properties and 
investments. 

The Company's equity in the aggregate net earnings of its 
50% owned companies (Gulf and South American Steam- 
ship Co. Inc., Pan American-Grace Airways, Inc. and Pro- 
ductora de Papeles S.A.) for 1962 exceeded dividends re- 
ceived from those companies by $1,301,333. The Company's 
equity ($18,480,641) in the net assets as shown by the finan- 
cial statements of those companies at December 31, 1962 
exceeded the cost of its investments in the companies by 
$12,133,622. 

The assets and liabilities of the Company’s foreign sub- 
sidiaries have been translated into United States dollars at 
year-end rates of exchange, except that fixed assets (and 
related depreciation) and certain imported inventories have 
been translated at rates prevailing at dates of acquisition. 
Income and expenses (other than depreciation) have been 
translated at rates prevailing during the year. 

On February 27, 1963 the Board of Directors of Cosden 
Petroleum Corporation (52% owned by the Company) ap- 
proved agreements, subject to the approval of the holders of 
two-thirds of Cosden’s outstanding common stock, providing 
for the sale of substantially all Cosden’s assets and subsequent 
liquidation of that company. The agreements are further sub- 
ject to obtaining from the United States Internal Revenue 
Service rulings which, among other things, relate to the non- 
recognition of gain or loss by Cosden from the sale of assets. 


NOTE 2—INVENTORIES: 


The inventories included in the balance sheet are sum- 
marized by major classes as follows: 


Raw and packaging materials $ 22,442,032 
ia procem: ©: .. & 5 8,432,168 
Finished products . Ate a6 44,366,947 
General merchandise, commodities, etc, 16,229,791 
Stores and supplies . 12,481,163 

$103,952,101 


Inventories are stated at the lower of cost or market. 


NOTE 3—SPECIAL FUNDS AND DEPOSITS: 


The following amounts were included under this caption: 


Special funds of Grace Line Inc. (including 
U. S. Government and other marketable 


securities at cost of $29,237,217) $53,452,590 
Other special and guaranty deposits . 5,828,077 
$59,280,667 


The Grace Line Inc. special funds are composed of funds 
required under an operating-differential subsidy agreement 
with the U. S. Maritime Administration and escrow and con- 
struction funds required in connection with financing agree- 
ments for the construction of specific ships. 

The operating-differential subsidy agreement is referred to 
in Note 4 and requires deposits in the special funds of (a) 
the company’s 50% share of profits in excess of 10% of 
capital necessarily employed in subsidized operations (the re- 
maining 50% being subject to recapture), (b) amounts equal 
to depreciation charges on subsidized vessels, to the extent 
earned, and (c) proceeds from insurance, indemnity or sale 
of subsidized vessels. 

The special funds required under the operating-differential 
subsidy agreement may be used to purchase, construct or re- 
construct vessels and to pay the principal of mortgage notes 
on vessels and under specified conditions may be transferred 
to the general funds of Grace Line Inc. 


NOTE 4—OPERATING-DIFFERENTIAL SUBSIDY 
AND RECAPTURE: 


Grace Line Inc. operates under an operating-differential 
subsidy agreement expiring December 31, 1977 covering all 
of the company’s regular routes. 

Under the agreement Grace Line Inc. is entitled to a sub- 
sidy representing the excess of certain of its costs over similar 
costs incurred by foreign-flag competitors. The subsidy is 
subject to recapture by the U. S. to the extent of 50% of the 
amount by which earnings from subsidized operations in 
each ten-year period exceed 10% of the capital necessarily 
employed in such operations. Any recapture is withheld by 
the U. S. from the subsidy receivable. At December 31, 1962, 
subsidy (less recapture) of $7,765,790 was estimated to be 
receivable, based in part on tentative rates not yet approved 
by the U. S. Maritime Administration. 


NOTE 5—PROPERTIES AND EQUIPMENT: 


The properties and equipment and related reserves included 
in the balance sheet are summarized by major classes as 
follows: 


Gross Depreciation 
Book Value & Depletion 


Randi ic-setctu $ 19,407,087 $ 2,370,823 
Producing and undeveloped 

oil properties 37,125,635 16,054,221 
Buildings - 86,663,752 37,078,010 
Machinery, equipment, etc. 312,230,081 149,933,196 
Vessels and marine property 78,104,487 41,290,153 
Projects under construction 39,867,491 - 


$573,398,533 $246,726,403 


NOTE 6—U. S. AND FOREIGN TAXES 
ON INCOME: 


The Internal Revenue Service has not completed examina- 
tions of the U. S. consolidated income tax returns of the 
Company and its domestic subsidiaries for 1951 and subse- 
quent years nor of Cosden for 1957 and subsequent years. 
Examinations of tax returns in foreign countries have in some 
cases not been completed for the most recent years. It is 
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believed, however, that provisions made in 1962 and earlier 
years are adequate. 

Additional foreign and U. S. taxes might become payable 
if undistributed earnings of foreign subsidiaries were to be 
paid out as dividends. Since a portion of such earnings has 
been or will be reinvested, the extent of the liability, if any, 
is not presently known and no reserve has been provided for 
such taxes. 

Depreciation is generally computed on the straight-line 
method over the estimated useful lives of the assets. For in- 
come tax purposes only, depreciation is computed on ac- 
celerated bases permitted by the Internal Revenue Code. The 
net excess depreciation taken for tax purposes over deprecia- 
tion as recorded on the Company’s books has resulted in a 
tax deferral of $2,382,000 in 1962, which has been included 
in the income taxes charged against earnings and credited to 
deferred taxes on income. 

The application of the investment credit permitted under 
the provisions of the 1962 Revenue Act reduced the amount 
of U. S. taxes on income currently payable by $1,199,000 of 
which $576,000 has been credited to income tax expense and 
$623,000 has been credited to deferred taxes on income. 


NOTE 7—LONG-TERM DEBT: 


At December 31, 1962, long-term debt (excluding $9,723,- 
228 representing that portion payable in one year which is 
included in current liabilities under loans payable) consisted 
of the following: 


W. R. GRACE & CO. 
5% notes payable to institutional investors, 
principally insurance companies, due 


1964-1990 . $111,000,000 
5% % notes payable to institutional’ investors; 
principally insurance companies, due 
1964-1990 7 30,000,000 
3%2% subordinate debentures, “redeemable, 
convertible into common stock (4.11324 
shares prior to May 15, 1965 and 3.89676 
shares thereafter) and with sinking fund 
payments required from 1966 to 1974— 
due May 15, 1975 eee 16,561,000 
4% bank loan — due 1964-1965 14,000,000 
Sundry indebtedness 2,392,688 
$173,953,688 
SUBSIDIARY COMPANIES 
Grace Line Inc.+ 
4.20% — 4.25% U. S. Government In- 
sured Merchant Marine Bonds—sinking 
fund payments due 1963-1978 17,007,000 
4.20% U. S. Government Insured Mer- 
chant Marine Bonds—sinking fund pay- 
ments due 1963-1987 28,000,000 
342% mortgage notes payable to ‘U. Ss. 
Maritime Administration — due 1963- 
1965). 5 5 See owes i i 193,345 
Sundry indebiednea! fies Santee are 69,932 
Cosden Petroleum Corporation 
4%% note payable to insurance company 
— due 1964-1972 . 8,500,000 
Bank notes — due 1964 1,000,000 
Sundry indebtedness . . . . 581,678 
Other Subsidiaries . - 3,810,809 
$233,116,452 


+Except for sundry indebtedness, all amounts are payable 
from Grace Line Inc. special funds and deposits and include 
portion maturing in 1963. 


NOTE 8—CAPITAL STOCK: 


The preferred stock (of $100 par) issued and outstanding 
is listed below: 


Shares ta Outstanding 
Issued Treasury Shares Par Value 
6% Cumulative. 40,000 — 40,000 $ 4,000,000 
8% Cumulative 
Clas A . . . 50,000 1,868 48,132 4,813,200 
8% Noncumulative 
Class B 40,000 2,049 37,951 3,795,100 
$12,608,300 


Under the Company's Certificate of Incorporation as 
amended by the stockholders in May 1962, the authorized 
common stock of the Company is 18,000,000 shares. Changes 
in the common stock during the year are summarized below: 


Shares 
Balance, December 31, 1961 . . . . . . 5,050,261 
Common stock issued: 
Upon distribution of two-for-one 
stock split... eee 5,131,386 
Upon payment of common stock 
dividend (2% ) “ - 99,259 
Upon conversion of subordinate 
debentures . . ye cpt 352,617 
Upon exercise of stock potions Be poy ae ne 86,015 
Under terms of Hatco Chemical 
Company acquisition agreement . . . 108 
Balance, December 31, 1962 10,719,646 


The shares and per share prices discussed in the remainder 
of this note have been adjusted where appropriate to reflect 
the two-for-one stock split and the 2% stock dividend paid in 
1962. 

Of the unissued common stock, 1,017,110 shares were re- 
served for conversion of the subordinate debentures and 
exercise of stock options. The Company also owned and held 
64,057 issued shares of common stock for exercise of op- 
tions. 

At the beginning of 1962 there were outstanding options 
for the purchase of 519,798 shares of common stock and 
18,807 shares (unadjusted) were available for granting of 
additional options. During 1962 options for 26,268 shares 
were granted at an average option price of $34.92 (which was 
not less than 95% of market on the respective dates of grant), 
141,564 (including 36,307 shares held by the Company) 
were purchased at an average option price of $17.12 and 
options for 4,528 shares terminated, At the end of the year 
options were outstanding for 399,974 shares at option prices 
of $11.43 to $40.98 per share or an average of $19.81, 
options for 53,646 shares were exercisable and 6,570 shares 
(unadjusted) were available for granting of additional 
options. 

On January 3, 1963 the Board of Directors declared a 2% 
stock dividend and 219,441 shares will be issued on March 18, 
1963 to stockholders of record at the close of business 
February 15, 1963. A charge to retained earnings was made 
in the amount of $8,672,308 based on the adjusted market 
value per share as of the day prior to the date the dividend 
was declared and credits were made to capital stock and capi- 
tal surplus of $219,441 and $8,452,867 respectively. In addi- 
tion 7,298 shares were reserved pursuant to anti-dilution pro- 


visions for the increase of shares that might be purchased 
under options granted by the Company. 

In February, 1963 the Company exchanged 154,358 shares 
of its common stock for the assets and business of Dawbarn 
Brothers, Incorporated. In accordance with an Agreement 
and Plan of Reorganization with Zonolite Company (ap- 
proved by Zonolite stockholders on March 4, 1963), the 
Company expects to exchange approximately 281,000 shares 
of its common stock for the assets and business of that 
company in April 1963. 


NOTE 9—COMMITMENTS AND CONTINGENT 
LIABILITIES: 


Under the operating-differential subsidy agreement referred 
to in Note 4, Grace Line Inc. has agreed to award contracts 
to complete the replacement of its fleet by 1966 if certain 
conditions of economic feasibility are met. The ultimate cost 
of the program is not presently determinable. In connection 
with this program Grace Line Inc. has construction contracts, 
and also construction-differential subsidy agreements with 
the U. S. Maritime Administration for four new cargo-pas- 
senger ships one of which was delivered in February, 1963 
and the others are scheduled to enter service in 1963-1964. 
The cost to Grace Line Inc. of these four vessels is estimated 
at $38,500,000 of which approximately $25,858,000 had been 
expended at December 31, 1962. The cost is being financed 
from Grace Line’s special funds and by $28,000,000 of U. S. 
Government Insured Merchant Marine Bonds which were 
issued in December 1962. 

In connection with a planned expansion of the production 
facilities of Federation Chemicals Limited (FCL), 49% owned 
by W. R. Grace & Co. at December 31, 1962, the Company 
has agreed to subscribe to a maximum of $10,000,000 of new 
Class A non-voting stock of FCL and has entered into long- 
term agreements which provide that (1) the Company will 
purchase, at a set price, all the ammonia produced by FCL 
in excess of FCL’s requirements; (2) in addition to its out- 
standing guarantee of bank loans amounting to $3,000,000, 
the Company will under certain conditions, advance cash to 
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enable FCL to meet repayments required under its long-term 
notes of which $16,919,000 is outstanding and (3) the Com- 
pany will provide management and technical assistance. The 
Company has agreed with the present holders of 34% of the 
outstanding common stock of FCL that, on December 1, 
1964, the Company will exchange 30,360 shares of the Com- 
pany’s common stock for their holdings. In addition, subject 
to the occurrence of certain conditions, the Company can 
exercise an option to acquire shares representing an additional 
17% interest prior to December 31, 1967. The Company has 
entered into a 20 year charter arrangement for two specially 
constructed tankers to transport the ammonia purchased 
under the terms of the agreement with FCL. In addition, a 
plant for the conversion of the ammonia is being constructed 
in North Carolina and will be leased for 20 years by a 
majority-owned subsidiary of the Company. It is expected that 
the annual rental under the charter and the lease will be 
approximately $2,300,000. 

There are several domestic pension plans presently in 
effect. Subject to approval by the Internal Revenue Service, a 
revised pension program will be effective as of July 1, 1959. 
The revision does not cover the plans of Cosden Petroleum 
Corporation. The aggregate domestic pension cost in 1962 
was $2,153,043. The unfunded amount of past service benefits 
which are being provided for by payments to trustees over a 
period of years, at December 31, 1962 was estimated to be 
$6,561,227. Pension payments are made to employees of the 
Latin American subsidiaries in accordance with the social 
laws of the countries in which operations are conducted. The 
cost of these plans has not been actuarially determined and, 
generally, such foreign subsidiaries charge the cost of pen- 
sions to income as payments are made. 

There are various lawsuits, claims, commitments and con- 
tingent liabilities but they are not expected to have any 
material adverse effect on the consolidated financial position 
or results of operations. 

The status of the United States Government's antitrust 
suit against Pan American-Grace Airways Inc., W. R. Grace 
& Co. and Pan American World Airways, Inc. is set forth 
on page 16. 
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In our opinion, the accompanying statements present fairly the financial position 


of W. R. Grace & Co. and its consolidated subsidiary companies at December 31, 


1962 and the results of their operations for the year, in conformity with generally 


accepted accounting principles applied on a basis consistent with that of the preceding 


year. Our examination of these statements was made in accordance with generally 


accepted auditing standards and accordingly included such tests of the accounting 


records and such other auditing procedures as we considered necessary in the 


Cae pfs aE fe 


circumstances. 


March 7, 1963 


TEN YEAR 
FINANCIAL SUMMARY 


EARNINGS STATISTICS® 


Net Sales and 


Earnings Before 
Depreciation 


php i oie float sci omen 
1953 $330,980 $30,910 $ 7,515 $10,483 
1954 413,402 38,195 11,527 py 
1955 427,066 46,268 14,128 12,802 
1956 438,137 47,518 14,287 12,775 
1957 459,728 44,174 17,621 10,200 
1958 434,234 40,178 20,718 8,465 
1959 476,790 50,588 21,925 12,197 
1960 552,871 54,281 28,201 9,860 
1961 534,699 61,108 29,218 13,060 
1962 574,182 71,107 30,737 18,487 

BALANCE SHEET STATISTICS® 

Fixed Assets 

CXCEPT AMOUNTS PER sana 20:3! woanital = Gross Net Gross Additions 
1953 $113,490 $197,374 $111,034 $ 67,553 
1954 112,206 226,533 130,777 32,152 
1955 129,845 245,495 138,568 23,618 
1956 108,138 281,056 163,889 41,400 
1957 120,632 337,004 207,546 63,674 
1958 130,295 362,602 221,932 41,416 
1959 138,136 392,138 232,735 35,315 
1960 133,052 475,107 275,332 140,952 
1961 136,093 512,923 297,104 55,897 
1962 136,534 573,399 326,672 67,476 
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*Cosden Petroleum Corporation consolidated beginning with 1960. Total Net Earnings, Earnings Per 
Share, Common Stock and Surplus, and Book Value per Share include equity in Grace National 
Bank. Per share figures adjusted to reflect two-for-one stock split in 1962 and 2% stock dividends 


paid on common stock in 1959, 1960, 1961 and 1962. 


Net Earnings After Dividends on 
Preferred Dividends Common Stock 


Average Number 
of Common Shares 
Net Earnings Outstanding Total 


$12,912 $11,952 7,710 $5,404 
15,357 14,397 8,547 6,473 
19,338 18,378 9,153 8,473 
20,456 19,519 S255 9,828 
16,353 15,424 9,504 10,541 
10,995 10,066 9,535 9,693 
16,466 15,538 9,872 7,343 
16,220 15,292 9,904 7,580 
18,830 17,901 9,963 7,779 
21,883 20,954 10,365 9,029 


Number of 
Long-Term Common Stock Book Value Common 
Debt Minority Interest Preferred Stock and Surplus per Share Stockholders 


$ 64,391 $ 29,974 $13,000 $163,559 9,876 
83,109 12,860 13,000 184,948 13,697 
95,250 12,470 13,000 200,735 16,623 
91,161 12,247 12,608 216,935 21,178 

126,869 12,070 12,608 222,369 24,539 
163,503 6,888 12,608 223,616 28,052 
163,710 7,305 12,608 233,269 30,052 
194,501 28,947 12,608 240,253 31,306 
203,485 30,234 12,608 254,444 27,814 


233,116 34,981 12,608 278,586 27,895 
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NET SALES AND REVENUES 


——————————— 
General U.S. 
Business Latin Export/ 

Chemicals Cosden (U.S.) Steamship American Import TOTAL 


Millions 
of $ % $ % $ % $ % $ % $ % 


1953 65 20; — - eee 68 21 99 30 | 74 22 
1954 | 131 32] —- - 26 6 65 15 106 26 | 85 21 
1955 | 145 34] — - 27 6 66 16 111 26 | 78 18 
1956 | 156 36] — - 25: 6 70 16 102.23" ]65 19 
1957 | 167 36 | — - 23. C5. 84 18 119° 26 | 67 15 
1958 | 170 39} — - 23. «5 78 #18 116 27 | 47 11 
1959 | 210 44] - - 23. +5 74 «15 108 23 | 62 13 
1960 | 229 41 | 75 14 1 GS 122 $id 2h 63 11 


6 
1961 | 252 47} 82 15 2 - 66 13 100 19 33. 6 
1962 | 306 54/} 85 15 2 


= 71 12 92 16 iss 574 


CAPITAL EXPENDITURES 
The following table compares capital expenditures for 1962 and 1961. 


1962 1961. 
ChemicalGroup . . . . . . $31,200,000 $29,200,000 
GOGO 5 Fat es) fei yee ed Ee a 6,800,000 7,300,000 
SouthAmericanGroup ... . 7,000,000 9,100,000 
OceanTransportation . ... 16,500,000 10,000,000 
OUER  a) cae tase) tet AP es 100,000 300,000 
Total . . . . ~ « +» $61,600,000 $55,900,000 
NET FIXED ASSETS 
General 
Business Latin 
Chemicals Cosden (U. S.) Steamship American TOTAL 
Millions 
of $ % $ % $ % $ % $ 
1953 56 51 - - yt Sa I} 24 21 111 
1954 71 54 - - 20 16 26 19 131 
1955 76 55 - - 20 14 28 20 139 
1956 94 57 - - 20 12 33 20 164 
1957 108 52 - - 44 21 37 18 208 
1958 109 49 - - 52 23 43 20 222 
1959 113° 49 - - De, ie 49 21 233 
1960 125 45 65 24 46 17 cE eg bes 275 
1961 140 47 64 21 50° a7 E 13 297 
1962 156 48 62. 19 63 19 40 12 327 
—_—_1__ 
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GRACE’S WORLD-WIDE PLANT LOCATIONS 
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